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l. Introduction

Over its 40-year history, PLM] has been involved in countless investment projects in Portugal. The firm has
handled projects from industry to commerce, services to agriculture and leveraged equity processes to
complex project finance investment contracts. With a focus on both the internal growth of the national
business framework and on directly attracting foreign investment, we have advised on everything from
setting up a simple local branch to negotiating huge investment contracts with the relevant authorities,
involving financial, tax and other incentives. In all these projects, PLMJ has been at its clients’ side providing
the support necessary at every step of the way.

The purpose of this Investment Guide is to share a part - albeit a very small part - of that experience.

You will see from this guide that Portugal has increasingly competitive conditions - technological, labour,
infrastructure, logistics, geographical, legal and tax - to continue to attract large investment projects. As
the guide will reveal, the shift in foreign investment patterns is very real but, at the same time, a challenge
to us all and there is no reason to assume that Portugal is inevitably less attractive to foreign investors. On
the contrary, a relevant part of the legislative changes introduced over the last 5 years have contributed to
increased competitiveness. Above all, you will see that PLM]J is and will always be a pioneering, effective
and increasingly specialised law firm that takes its professional responsibilities as a partner par excellence
forits clients very seriously.

This Guide is part of a series of Investment Guides, already published or in the course of publication, that
cover the main markets in which PLMJ operates - Portugal, Angola, Mozambique and Brazil, Macao and
China. Our intention in creating these guides is the same as ever - to serve our clients and support the
international expansion of Portuguese businesses, providing distinctive legal services with high added value.

PORTUGAL INVESTMENT GUIDE | #%5 5F-#% % 157 5
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II. Investing in Portugal

INVESTMENT INCENTIVES
1. QREN -NATIONAL STRATEGIC REFERENCE FRAMEWORK

Investment in Portugal and the internationalisation of the Portuguese economy had a range of support
instruments available to them under the EU structural funds programme (2007-2013) through the National
Strategic Reference Framework (Quadro de Referéncia Estratégico Nacional) referred to here by its
Portuguese initials “QREN".

The pursuit of this goal was put into practice, on the level of the different Operational Programmes and
with the support of the Structural Funds and the Cohesion Fund, by creating three Thematic Operational
Agendas focusing on three crucial areas of intervention: Human Potential, Competitiveness of the Economy
and Land Use Development.

The incentives granted in the period referred to above corresponded to the percentages of investment
actually made (considered eligible under the terms of the law), and the classification of the expenses as
eligible was variable according to the nature of the project.

In general, these incentive mechanisms translated into the granting of a set of reimbursable incentives (loans
without interest for a fixed term). The incentives were established in investment agreements to be made
with the Portuguese State in return for making the investments and achieving certain objectives laid down in
the agreements. Obtaining these investments was, in general, subject to a process that involved presenting
candidacies on a competitive basis. In certain projects, because of their strategic relevance (including the
size of the investment), the use of the competitive mechanism was dispensed with.

Under the QREN system of incentives, support was available for investment projects involving (i) R&D
activities in companies, (ii) productive innovation, and (iii) development of dynamic competitiveness
factors in SMEs. The QREN system also covered investments deemed to be of strategic interest to the
Portuguese economy or a specific region, as recognised on an exceptional basis by the Government.

The financial support granted was subject to an incentive concession agreement and also subject to
monitoring and control in terms ofits use, in compliance with the investment project and the applicable law.

The nature of the incentives to be granted was subject to specific regulation and they may be (i) non-
reimbursable incentives, (i) reimbursable incentives, or (ii) interest rate subsidies. The projects were
analysed using various criteria, considering the following factors: (i) contribution to the competitiveness of
the Portuguese economy; (i) contribution to regional competitiveness and to territorial economic cohesion;
and (iii) the value of the projects to the competitiveness of the company carrying it out.

Direct incentives to companies co-financed by the EU funds have, in fact been an important factor in
promoting business investment in Portugal and this is confirmed by the evaluation carried out under QREN
2007-2013. At the end of 2013, the QREN implementation rate reached 72.6% of the total endowment of
the funds expected to be implemented by 2015. This corresponds to €15.5 billion in volume of validated
expenditure. The implementation rate for the total endowment of the EU funds approved reached 69.3%.

[t is currently expected that this tool will be strengthened in the period 2014-2020, with an increased
focus on support for activities involving the production of marketable products and services. The focus
is also expected to be on supporting business projects involving investment in innovation, creativity,
internationalisation and training in fundamental skills to increase the competitiveness of companies, in
particular SMEs and in the priorities defined in national and regional intelligence specialisation strategies.

PORTUGAL INVESTMENT GUIDE | 7
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In this context, the partnership agreement known as Portugal 2020 was recently proposed by Portugal to
the European Commission and is awaiting its approval, which should occur in the second half of 2014. This
agreement defines the strategic priorities for the 2014-2020 cycle and lays down the policy for economic,
social, environmental and territorial development that will stimulate growth and create employment over
the coming years.

The partnership agreementalso defines the actions, investments and financing priorities deemed necessary
to move the country forward over the next few years. Until the new QREN comes into force, no national
framework for incentives to companies is established. This means that itis to be expected that competitions
will be opened on the basis of incentive schemes of this nature in the second half of 2014.

In any event, and as mentioned above, the Portuguese proposal submitted to the European Commission
provides for the continuation and possible expansion of the incentive system that was in force until the end
of 2013, as identified above.

2. PROJECTS OF NATIONAL INTEREST (PIN).

Portugal currently has a mechanism to support and boost business investment for certain projects, which
because of the size, are of greater relevance to the Portuguese economy. Such projects are classified as
Projects of National Interest (Projectos de Interesse Nacional) referred to here by their Portuguese initials
I/PlN//.

The aim of this mechanismis to encourage investment projects, ensuring close supportin order to overcome
administrative obstacles, to guarantee a faster response and to ensure integration with the mechanisms to
attribute incentives.

Upon application by the promoter, projects may be recognised as PINs if they meet all the following
requirements: (i) they contribute to the creation or maintenance of the number of direct employees; (ii)
they have proven economic viability; (iii) they are capable of adequate environmental and territorial
sustainability; (iv) they create a positive impact in specific areas; (v) they represent a total investment of €25
million or more; (vi) they create at least 50 jobs; and (vii) they are presented by promoters with recognised
reputation and credibility.

Investment projects with a total value of less than €25 million or which create fewer than 50 jobs and
may, exceptionally, be recognised as PIN projects as long as they meet two of following requirements: (i)
Internal research and development (R&D) activity with a value of at least 10% of the company’s turnover;
(ii) a strong applied innovation component, which translates into a significant part of its activity anchored
in a patent developed by the company; (iii) clear environmental interest; (iv) a strong location for exports,
which translates into a minimum of 50% of its turnover directed to the international market; or (v) relevant
production of marketable products and services.

A system to accompany investment projects which, because of their characteristics, may take on relevant
importance in bringing dynamism to the Portuguese economy, including the said PIN projects, was
implemented recently.

PORTUGAL INVESTMENT GUIDE | 9
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3. GOLDEN VISAS

Theimplementation in 2012 of anew special system for residence permits forinvestment activity in Portugal,
known as “Golden Visas”, provided a great boost to investment in Portugal over the last year and was a
notable success.

Thisis a simplified mechanism for citizens of countries outside the European Union and European Economic
Area to enter and stay in Portugal if they meet certain requirements, essentially related to the investment,
acquisition of real property and/or job creation.

Citizens who meetto one of three conditions are deemed eligible to obtain a “Golden Visa”: (i) investment/
transfer of capital of at least €1 million, within certain conditions; (ii) creation and maintenance of at least 10
jobs; or (i) acquisition of real property with a minimum value of €500,000.

Under this permit foreign investors may: (i) enter Portugal without the need for a residence dessert; (ii)
live and work in Portugal and they may maintain another residence in another country; (i) move freely
within the Schengen area without the need for a visa; (iv) benefit from family reunification; (v) have access to
permanent residence (after five years); and (vi) have access to Portuguese nationality (after six years).

Theresident permitis granted forthe initial minimum period offive years. Duringthis period the requirements
for granting of the permit must continue to be met and there are also minimum periods during which the
permit holder must stay in Portugal while the permit remains in force. The permit may be renewed for
periods of two years as long as the requirements for it to be granted are still met.

PORTUGAL INVESTMENT GUIDE | 1
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l1I. Setting up a Business in Portugal

Itis very common forforeign investors to choose to setup theirown business structuresin Portugal, such as limited
liability companies and other forms of representation, in order to have direct control over their investment.

Among the various types of company provided for in Portuguese law and, in particular, in the Portuguese
Companies Code, the most relevant are quota companies (“Limitada”) and share companies (“S.A.”). The
choice of one of these structures by the foreign investor depends on various factors, including the degree
of simplicity of structure and operation, the amounts of capital to be invested and issues of confidentiality
as regards the ownership of the share capital.

[t should be noted that the Companies Code was subject to considerable amendments made by Decree-
Law 76-A/2006 of 29 March. These changes sought among other things to simplify the process of setting
up companies in Portugal.

This means that setting up a company in Portugal is now a quick and simple process.

INCORPORATING A COMPANY

Incorporating a quota or a share company involves the following main formalities:

Approval of the company name and corporate object - The name and the corporate object of the
company must be approved by the National Registry of Companies (‘RNPC”).

Deposit of the share capital - As a rule, the share capital must be deposited in a bank in Portugal which
then issues a document confirming that the deposit was made. This document may be replaced by a
statement of the shareholders made upon incorporation to the effect that they have deposited the share
capital. The deposited share capital may be withdrawn after the company has been incorporated.

Incorporation of the company - Generally speaking, a company is incorporated by means of a private
document signed by the shareholders, whose signatures must be duly certified by a notary or lawyer,
unless a more formal instrument is required to transfer the assets that are brought into the company by
the shareholders, in which case a deed of incorporation must be executed.

The adoption of the articles of association and the appointment of the members of the corporate bodies
are dealt with in the incorporation document/notarial deed.

The articles of association of the company must contain, among other things, the full names of the
founding shareholders, the corporate object of the company, the registered office and share capital, the
information essential to the functioning of the corporate bodies, their structure and other matters that
the shareholders may deem relevant. Apart from the compulsory provisions and limitations set out in the
Companies Code, the general rule is the contractual freedom of the parties.

Registration and official publication - The company must be registered at the relevant Commercial
Registry Office within 60 days of the date of incorporation. Once registered, a commercial registration
certificate with the main details of the company will be issued.

The Commercial Registry Office now has a bilingual commercial registry, allowing any interested party
electronic access to the information contained in the certificate in English from any part in the world.

PORTUGAL INVESTMENT GUIDE | #&5F-#%EmR 13
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After the company is registered, the Commercial Registry Office will then publish the registration
information on its official site www.mj.gog.pt/publicacoes.

Subsequent formalities - The company and the members of its corporate bodies mustalso be registered
with the Portuguese Tax Authority and Social Security Office. Other formalities may be required,
depending on the business activity the company intends to carry on.

SHARE COMPANIES

The share companies are governed by Articles 271 to 464 of the Companies Code and are subject to a
more complex regime than the quota companies.

The main features of the share companies are the following:

Number of shareholders - The share companies must have at least five national or foreign shareholders
(individuals or companies). However, the Companies Code allows the incorporation of a share company
by a foreign company which will be the sole owner of the shares representing the entire share capital.

Share capital - The minimum share capital required for a share company is €50,000, divided into shares
(bearer or nominative, book-entry or represented by certificates) of the same nominal value, which may
not be less than one cent each. Itis possible to defer the payment of 70% of the share capital in cash for a
maximum period of five years.

Share companies may issue securities that in a single issue confer equal credit rights, which are called
bonds. Any such issue is limited to an amount corresponding to the double the company’s equity capital,
taking into account the sum of the price of all non-redeemed issued bonds.

Flexibility of capital - The transfer of shares is not subject to any specific contractual form and depends
on the type of shares issued by the company. Registered bearer shares that are not part of the centralised
system are transferred by the simple delivery of the share certificates to the purchaser orto any depositary
indicated by the purchaser. Registered nominative shares that are not part of the centralised system are
transferred by endorsing a declaration of transfer in favour of the purchaser on the share certificate. The
company must be informed for registration purposes. The transfer of book-entry shares is carried out by
registration in the purchaser’s registration account.

As regards share transfer, the company’s articles of association may establish pre-emption rights in favour
of the shareholders as well as require the prior consent of the company for the transfer.

Liability - The liability of shareholders in a share company vis-a-vis third parties is limited to the amount
of their shareholdings.

Internal structure - The board of directors is entrusted with the management of the company and has
exclusive powers to represent the same. The number of members of the board of directors is established
in the articles of association of the company. A share company whose share capital does not exceed
€200,000 may appoint a sole director instead of a board of directors. The directors may not be
shareholders but must be individuals of full legal capacity. Ifa company is appointed as a director, it must
appoint an individual to carry out the respective duties on its behalf.

PORTUGAL INVESTMENT GUIDE | 15
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Theboard of directors mustresolve on any matters concerningthe management ofthe company, including
(i) co-opting of directors, (i) annual reports and accounts, (iii) acquisition, disposition and charging of real
estate, (iv) opening or closing establishments or significant parts of the same, (v) significant expansion or
reduction in the company’s activity, (vi) change of the registered office and capital increases under the
terms set out in the articles of association and (vii) any other matter that requires a resolution of the board
at the request of a director.

There are three types of management and supervision models for share companies:

» Traditional - Board of directors and a supervisory board (or directorand sole supervisor). This structure
is traditionally used in Portugal and is common to almost all the share companies;

= Anglo-Saxon - Board of directors, with an audit committee and a chartered accountant; and
= German - Board of executive directors, general board, supervisory board and chartered accountant.

The supervision of companies using the traditional model is carried out by (i) a sole supervisor - either a
chartered accountant or a chartered accountancy firm - or a supervisory board, or (ii) a supervisory board
and a chartered accountant ora chartered accountancy firm thatis not a member of the former. This latter
type is compulsory for companies quoted on the stock exchange and for companies not wholly owned
by another company using this model that exceed two of the three following thresholds for two years in
a row,: (i) total balance sheet: €100,000,000; (ii) net sales and other profits €150,000,000; and/or (iii)
average number of employees: 150.

The sole supervisor or the supervisory board are responsible for (i) supervising the management of the
company, (i) monitoring compliance with the law and with the company articles of association, (iii)
verifying the accuracy of the books, accounting records and supporting documentation, (iv) verifying the
accuracy of the accounting documents and (v) fulfilling any other duties under the law or the company
articles of association.

General Meetings - The shareholders’ general meeting must convene within three months of the date
of the closure of the financial year or within five months of the same date whenever the company must
file consolidated accounts or use the equity method in order to (i) resolve on the annual report and
financial statements, (ii) resolve on the proposed allocation of the company results, (iii) appraise the
management and supervision of the company in general and (iv) make any appointments which fall within
its competence.

As arule, the resolutions of the general meeting are passed by a simple majority of the shareholder votes
present at the meeting, unless otherwise stipulated by law or in the company articles of association.

Each share carries one vote unless provided otherwise in the company articles of association, which may
(i) stipulate that one vote is equivalent to a certain number of shares, provided that all the shares issued
by the company are included and that one vote amounts to at least €1,000 of capital or (ii) stipulate that
votes of over and above a certain number are not taken into account when cast by a single shareholder on
his own behalf or also as proxy for another shareholder.

As regards the qualified majorities required by law, these include resolutions on the amendment of the
company articles of association, including but not limited to share capital increases, mergers, demergers,
transformation or winding up and liquidation.

Publication of Accounts - The publication of the accounts is not mandatory although they must be filed
online by using the Simplified Company Information system (“IES”).
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Generally, unless otherwise authorised by the tax authorities, the financial year corresponds to the
calendar year, that is to say, from 1January to 31 December.

Distribution of profits - Unless stipulated otherwise in the company articles of association or approved
by a 75% majority of the share capital, the share company must distribute at least 50% of the annual
distributable profits.

Profits may be distributed by the directors subject to certain legal and financial requirements, provided
that this is permitted by the company articles of association.

One of the most important legal requirements is the setting up of a legal reserve of 5% of the annual
profits until the same reaches an amount equivalent to 20% of the share capital. The company articles of
association may set a higher minimum for the legal reserve.

QUOTA COMPANIES

Quota companies are governed by Articles 197 to 270-G of the Portuguese Companies Code and their
main features are as follows:

Number of partners - As a rule, the quota company must be incorporated with at least two partners.
However, it may have only one partner foramaximum period of one year. Itis also possible to incorporate
a company with a sole partner, either an individual or a company, that will hold the entire share capital.
This type of company is called «Sociedade Unipessoal» and this term must be included in the company
name.

Liability - The partners are not liable to the creditors of the company, only to the company itself: each
partner is liable for the payment of their own contributions and, on a subsidiary basis, is jointly liable with
the others for the payment of the contributions of the other partners.

However, the Companies Code allows the articles of association to stipulated that one or more of the
partners will be liable not only to the company, as described above, but also to the creditors of the
company up to a given amount. This liability may be jointly with the company or severally, as defined
in the articles of association. Once a partner has settled any company’s debts, he will have a right of
return against the company, but not against the other partners, for the full amount paid, unless provided
otherwise in the articles of association.

Share capital - The minimum share capital fora quota company is €2.00. The initial capital entries in cash
may be deferred up to the end of the first financial year of the company.

The share capital is divided into «quotas», which may or not be of equal value (but may not be less than
€1.00 each). These quotas are always nominative in the sense that the names of those who hold them
must be stated in the articles of association as well as in any subsequent agreement or resolution by
means of which they are transferred or the share capital is increased and also stated in the company’s
commercial registration certificate.

Flexibility of capital - The quotas must be transferred by means of a written agreement which is then duly
registered with the relevant commercial registry. The company articles of association may set limits or
conditions on the transfer of quotas or pre-emption rights for the other partners or for the company itself.
The transfer of quotas will not take effect against the company until it gives its consent, with the exception
of transfers between spouses, relatives in the ascending or descending lines or between partners.
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Publication of accounts - The general meeting must approve the annual accounts within three months
of the end of the financial year to which they refer. The publication of the accounts is not mandatory but
they must be filed online by using the Simplified Company Information (“IES”) system.

Generally, unless otherwise authorised by the tax authorities, the financial year corresponds to the
calendar year, that is to say, from 1January to 31 December.

Internal structure - The quota company must appoint one or more managers that may not be partners.
These managers must carry out all necessary or appropriate acts to achieve the corporate object of the
company, respecting partners’ resolutions.

When the articles of association provide that the management of the company is entrusted to all the
partners, this will not apply to those who become partners at a later date. The duties of the managers
continue until terminated by removal or resignation, although the deed/document of incorporation or
the appointment resolution may stipulate a certain term of office.

The company articles of association may require the company to have a supervisory board, which is
governed by the provisions that apply to the share companies. A chartered accountant must be appointed
to supervise the accounts whenever two of the following three thresholds are exceeded for two years in
a row: (i) total balance sheet: €1,500,000; (ii) net sales and other profits €3,000,000; and (iii) average
number of employees: 50.

General Meetings - Certain matters must be passed by resolution of the general meeting, including (i) the
amortisation of quotas, the acquisition, disposition and charging of company quotas, and consent for the
division or transfer of quotas, (ii) the exclusion of partners, (iii) the dismissal of managers and supervisory
board members, (iv) the approval of the management report and annual accounts, allocation of profits
and apportionment of losses and (v) amendment of the articles of association.

As a general rule, the resolutions are passed at the general meeting by a simple majority of the votes cast
by the attending partners, unless otherwise provided by law or in the company articles of association.

As regards the qualified majorities required by law, these include resolutions on the amendment of the
company articles of association, including but not limited to share capital increases, mergers, demergers,
transformation or winding up and liquidation.

Distribution of profits - Unless provided otherwise in the company articles of association or approved
by a 75% majority of the share capital, the quota company must distribute at least 50% of the annual
distributable profits.

Profits may be distributed by the managers subject to certain legal and financial requirements, provided
that this is permitted by the company articles of association.

As mentioned above in respect of share companies, one of the most important legal requirements is the
setting up of a legal reserve of 5% of the annual profits until this reaches an amount equivalent to 20%
of the share capital (in any case, the minimum amount for the quota company may never be less than
€2,500). The company articles of association may set a higher minimum for the legal reserve.
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TYPES OF LOCAL REPRESENTATION

The choice betweensettingup apermanentform of representation oracompanyin Portugal is determined
essentially by commercial reasons since the costs of opening, forexample, a branch are broadly similar to
those for incorporating a company.

The Companies Code has no specific provisions applicable to this type of representation and there are no
regulations governing its operational structure, bodies and liabilities.

With regard to branches, these are unanimously classified by Portuguese case law and legal doctrine as
non-autonomous legal entities, and are considered an extension of the parent company. Consequently,
the parent company is liable for the obligations arising from the agreements entered into by the branch
and takes on full and unlimited liability for its activities.

Branches have no bodies or representation mechanisms of their own and their management is usually
entrusted to an attorney whose powers are conferred by a power of attorney executed by the parent
company.
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IV. Joint-Ventures, Mergers and Acquisitions

The choice between a joint-venture, merger or acquisition operations - as alternatives to the direct
incorporation of a company in Portugal - is primordially determined by business reasons.

Priorto the selection ofthe business form that shall become adopted by investors, itis considered convenient
to perform a local due diligence in view of the assessment of the risks associated to the business, as well as
of the relevant legal issues, particularly concerning tax, labour and regulatory matters, in this latter case
accordingto the scope of the respective activity.

JOINT-VENTURES

The aim of a joint-venture is generally the incorporation or acquisition of a holding in a company, usually a
quota or share company.

Prior to setting up the joint venture, it is common for the participants to record the general terms and their
interests regarding the conditions of the projected business, including any representations and warranties,
liabilities, indemnity, non-competition and confidentiality issues, in a written document commonly referred
to as amemorandum of understanding.

Regardless of the signature of a Memorandum of Understanding, parties may regulate the structural
and operational aspects in the articles of association of the joint venture vehicle and, in many cases, in
shareholders’ agreements which seek to define and provide for arange of basic corporate matters, including
placing limits on the free transfer and encumbrance of shares, defining pre-emption rights and put and
call options, the composition of the company bodies, the management and supervision of the company
business, the rules that apply to passing resolutions on more substantial issues and resolution mechanisms
for disputes arising from the operation of the joint venture.

MERGERS AND ACQUISITIONS

Merging or acquiring a business company usually entails the holding of preliminary negotiations between
the interested parties with regard to the terms and conditions of the envisaged transaction. Itis also common
in such cases to execute a memorandum of understanding.

DUE DILIGENCE

Considering the extent, value and risks associated with the operation, it is common to hold a due diligence
to assess the risks and the various relevant legal and regulatory aspects.

The main purpose of a due diligence is to afford a better viewpoint, knowledge and assessment of the target,
as well as any associated risks. The results of this exercise provide the investor with relevant arguments for
the negotiations, particularly as regards contract price and defining representations and warranties.
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The due diligence essentially intends to:
= Outline and determine the target;
* |dentify, understand and quantify risks;
= Outline any obstacles or conditions that may affect a successful conclusion of the transaction;

» Define the representations and warranties to be included in the contract; and

Make a final decision as to the investment.

The scope and duration of a due diligence essentially depends on the particular circumstances of each
business and the nature of the matters examined. A legal due diligence conducted by Lawyers is usually
made simultaneously with financial audits.

ACQUISITIONS

Once the legal and/or financial due diligence has been concluded and the investment decision made,
the operation is executed by means of the most appropriate contract, which is generally a share purchase
agreement.

The purchase of all or part of a quota company is generally executed by means of a written quota transfer
agreementbythe partiesinvolved, which usually sets down the payment price and dates, any representations
and warranties as well as any confidentiality or non-competition undertakings and subsequent formalities.

In cases where limits are placed on the transfer by the company articles of association - such as requiring
the consent of the company - these must be complied with prior to the transfer. The transfer must then
be registered with the relevant commercial registry office and notice given to any regulatory entities, if
applicable.

As regards share companies, the general rule is the free transfer of shares. The articles of association of the
company may not place any general restrictions on a transfer of shares and the Portuguese Companies
Code does not require any such transfer to be made in written (unlike the transfer of quotas for the quota
companies).

Nevertheless, it is the usual practice to enter into a written share purchase agreement so as to set down, in
writing, the terms and conditions of the transaction as well as the contractual clauses defined as a result of
the due diligence conclusions that are usually conducted by the investors.

Unlike the provisions that apply to the quota companies, the transfer of shares is not registered with the
commercial registry office, although a transfer declaration must be filed with the local tax office.
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MERGERS

Though less frequent than incorporating a company or acquiring direct holdings in existing companies,
entering the Portuguese market and/or pursuing a business activity in Portugal may also be carried out by
means of a merger.

The Portuguese legal system allows cross-border mergers, in otherwords, mergers between Portuguese and
foreign companies, of two types - the merger-concentration (where a new company is incorporated with
the assets of the participant companies) and the merger-incorporation (where one of the parties is wholly
incorporated into the other). The amendments made to the Portuguese Companies Code by Decree-Law
76-A/2006, of 29 March, substantially simplified the merger process both in terms of the internal company
level and in terms of registration and publication of merger documents.

COMPETITION LAW
GENERAL PROVISIONS

There has been Portuguese legislation on competition since 1983. However, it was only in 2003 - when Law
18/2003 of 11 June (the Competition Law) came into force - that competition took on particular significance
for the economic lives of companies. A new version of the Competition Law came into force in 2012 (Law
19/2012 of 8 May). In general terms, the Competition Law follows the EU model and seeks to safeguard
effective competition in the market so as to ensure that consumers have a diverse selection of goods and
services.

The Portuguese Competition Authority (PCA) is the principal body responsible for ensuring that competition
provisions are enforced and to this end has wide jurisdiction, which covers all sectors of business activity.

SCOPE OF ACTION OF THE PCA

There are essentially four areas that the Competition Act seeks to regulate and where, therefore, the PCA
exercises its supervision, namely: a) anti-competitive agreements; b) abuse of a dominant position; c)
concentrations of companies; and d) state aid.

Anti-competitive agreements - There is a prohibition on agreements between companies, decisions by
associations of companies and concerted practices between companies, regardless of their form, whose
objectoreffectisto prevent, distort or restrict competition in an appreciable way in all or part of the national
market. This prohibition covers a range of unlawful behaviour such as price-fixing agreements, agreements
to share markets, and subjecting the conclusion of contracts to acceptance of additional obligations which
are not connected with the subject-matter.

Abuse of a dominant position - Similarly, under the Competition Law, a company that holds a dominant
position with regard to a particular product or service must avoid any abusive exploitation of its dominant
position in the national market or in a substantial part of it.
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Concentrations of companies - A concentration of companies must be notified in advance to the PCA i)
if such a concentration would create or increase a market share of more than 50% of the national market
for a particular product or service and/or ii) if the turnover of the group of companies taking part in the
concentration operation exceeded €100 million in the previous financial year (net of directly-related taxes),
provided that the individual turnover in Portugal of at least two of these companies was in excess of €5
million in the preceding financial year and/or iii) if it creates or increases a share above 30% and below 50%
in the national market for a particular product or service provided that the individual turnover in Portugal of
at least two of these companies was in excess of €5 million in the preceding financial year. Concentrations
of companies which create orincrease a dominant position that may result in significant barriers to effective
competition in the Portuguese market or a substantial part of this market are prohibited.

State aid - Any aid granted to companies by the State or any state entity must not significantly restrict or
affect competition in all or part of the national market and the PCA may make any recommendations it sees
fitto the Portuguese Government to eliminate the negative effects on competition resulting from such aid.

PENALTIES

In order to enforce its objectives, the PCA has broad powers to investigate and to impose sanctions in cases
of the anti-competitive practices described above. The PCA may impose fines amounting to 10% of the
aggregate annual turnover of the companies (turnover of the respective group), as well as compulsory fines
in certain cases up to 5% of the average daily turnover, for each day of delay. In cases of infringements by
associations of companies, their members are jointly liable for the compulsory fines.

Under the Competition Law, the members of the boards of companies and equivalent entities, as well
as those responsible for the management or supervision of areas of activity in which any infringement is
committed may also be personally liable for the payment of fine of up to 10% of their annual pay, if they
knew or should have known of the infringement but failed to take the appropriate measures to bringitto an
immediate end, unless a heavier penalty is applicable under another legal provision.
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V. Types of Economic Representation

Agency agreements, like other distribution agreements such as concession and franchising agreements, are
widely used in Portugal. These agreements allow a variety of ways to access to the Portuguese distribution
market with low investment costs and the investor is able to define the level of control of the business,
logistics features and the market access structure.

Portugal already benefits from its integration in the European internal market and this has enables swift
modernisation of the commercial practices relating to distribution.

AGENCY
LEGAL RULES

The agency agreement is the only distribution agreement established in the Portuguese law, which
implements the EU directive on commercial agents. The legal rules on agency apply by analogy to the other
distribution agreements used in the Portuguese market, particularly the rules on termination of this type of
agreement.

Under the agency agreement the agent, working independently and on a stable basis, and receiving
remuneration, undertakes to promote the execution of contracts on behalf of the principal, and may be
allocated a certain area or circle of customers.

Agency/distribution agreements require no special form. Nonetheless, the agent or the principal may
request the other party to have the conditions set down in writing, as is the case with most agency/
distribution agreements.

Certain special conditions, such as the agent’s exclusivity, power to represent the principal, obligation not
to compete after the agreement is terminated (limited to two years) and guarantee of compliance with third
party obligations related to the agreements negotiated by the agent, must be expressly provided for in the
agreements.

Either of the parties may terminate an agreement which has no fixed term, at any time, subject to a prior
notice period of one, two or three months, according to whether the agreement has run for less than one,
two or more years.

The awardto the agent of goodwill compensation atthe end of the agreementas compensation forfurthering
the business of the principal depends on the agent having gained new customers or achieved a substantial
increase in the turnover of the existing customers. This compensation will also depend on the benefit that
these customers will bring to the principal after termination of the agreement.

Termination of the agreement requires a significant or repeated breach of the contractual obligations (in
which case no goodwill compensation will be awarded) or a situation in which it is impossible or would
cause serious prejudice to maintain the agreement taking into account the object of the agreement. In such
cases, the other party must be informed of the termination and the underlying reasons within one month of
becoming aware of them.
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The application of the agency law applies is mandatory in the case of agreements which are predominantly
performed in Portugal unless the foreign jurisdiction chosen by the parties is more favourable to the agent.
However, this mandatory application does not mean that it will be Portuguese courts applying Portuguese
law, when this is the case. The parties can confer jurisdiction over disputes arising from the contract to
foreign courts or to arbitration, under any agreements they make in this respect.

Finally, the tendency to equate distribution agreements because of the centralised agency rules is
attenuated in the area of competition law. For the purposes of the application of EU Regulation 330/2010
on the exemption of categories of certain vertical agreements and concerted practices, agency agreements
are not considered to restrict competition, given the agent’s high vertically integrated level in the principal’s
chain and the minor business risks run by the agent.

However, Portuguese legislation on individual practices in restraint of trade (“PIRC”), contained in Decree
Law 166/2013 of 27 December, prohibits, among others, i) the practice of discriminatory trade conditions
between equivalent operators; ii) dumping; iii) refusal to supply and iv) manifestly unfair trade conditions,
whenever certain conditions are fulfilled. The Decree Law also imposes price lists and defines abusive trade
conditions. It should be noted that the fines for companies for infringement of the PIRC may be as much as
€2500500.

It should be noted that parties may not agree to waive any liabilities arising from the performance of
the agreement due to the mandatory nature of certain liability regimes, such as goodwill compensation
provisions.

Agency agreements are particularly suited to guarantee the supplier has the best financial results, tighter
marketing and budget control, as well as control over price setting and customer allocation, with whom the
principal remains in direct contact. Nevertheless, this type of contract presents a more rigorous test of the
supplier’s capacity to enter the market.

DISTRIBUTION
CONCESSION

The Portuguese legal system contains a myriad of legal forms used in the distribution of goods and services,
among which the concession contract is worthy of mention. This type of contract, although not specifically
provided for in the law, is often used in the motor vehicle sector and in the distribution of brand and high
quality products.

Unlike the agency agreement, in the concession contract, the concessionaire acts in its own name and bears
the risks of the business itself, while benefiting from a favourable position within the chain of the supplier,
which by means of such a contract ensures that its goods are distributed but without losing distribution
control.

The application of the goodwill compensation rules to concession contracts is subject to a difficult test of
analogy with the agency regime.

Competitionrules, particularly the specific Portuguese rules, such as abuse of economic dependency, apply
to concession contracts, as do the provisions of the block exemption regulation on vertical agreements.
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When drafting of distribution agreements care must be taken with competition law issues, particularly with
regard to matters such as non-competition clauses (they may not exceed 5 years), reporting obligations
regarding sensitive commercial data of competitors, price-fixing or imposing minimum resale prices
(should be replaced by maximum or recommended prices), prohibiting passive sales and disproportionate
minimum purchase levels obligations.

Suppliers with more than 40% of the market share must be doubly careful with regard to restrictive
competition practices such as discriminatory practices and refusals to supply, among others, which may be
deemed an abuse of a dominant position.

MOTOR VEHICLE SECTOR

In the automobile sector, the main point of interest is the applicability of EU Regulation 461/2010 of the
European Commission on the block exemption of vertical agreements to the purchase and sale of new
motor vehicles and their after sales services (repairs and servicing).

We highlight, for example, the restrictions imposed by the Regulation in respect of non-competition
obligations (purchase obligations in excess of 30% of the distributor’s total purchases) and the restrictions
regarding prohibition on providing after-sales services to competing suppliers.

SELECTIVE AND EXCLUSIVE DISTRIBUTION

[n Portugal, it is still common to see independent traders who purchase for resale purposes in selective
distribution systems and exclusive distribution systems.

Despite the fact that the level of vertical integration is lower than that of the concessionaire, selective
distribution systems still afford a high level of quality control of the services provided by the distributors,
which may notbenefitfroman exclusivity regime and may have to purchase the goods fromthe manufacturer
or another selected distributor.

When the supplier’s share of the market is not greater than 30%, exclusive distribution agreements which
impose no significant competition restrictions are exempt from the Block Exemption Regulation. This
distribution system allows the supplier to delegate the distribution of its products and services in Portugal
to an experienced importer and a tried-and-tested network.

AUTHORISED DISTRIBUTION

For lower levels of vertical integration, it is common to use authorised distribution agreements in Portugal.
Under these agreements the distributor may compete with other distributors and the manufacturer is not
prohibited from selling to unauthorised resellers.

These distribution agreements, unlike agency agreements, encourage the suppliers to take on lower risks as
regards expansion into new markets and operate as a means of motivating the distributors for the business.
Greater tax benefits are also usually associated with greater distributor independence.
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FRANCHISING

Franchising is the best method for vertically integrating independent companies. Under this concept, which
has deep roots in Portugal, It is common for franchisees to set up voluntary organisations subject to their
own codes of ethics.

The compulsory use of the trademark and the franchisor’s other distinctive trade signs is balanced by a
general interference but also assistance of the latter in the business of the franchisee, which runs fewer risks
due to the tried-and-tested success of the business.

Franchising is not specifically addressed in Portuguese law and, as a result, many of the franchising contracts
used on the international market are recognised, such as master franchising, services and distribution
franchising and production or industrial franchising.

Industrial property rights operation licences must be made in writing.

In terms of competition law, the non-competition obligation in such agreements is not, in principle, limited
to the five year period, but it should not exceed the term of the agreement.

Furthermore, when the supplier’s share of the market is 30% or lower, franchising agreements may benefit from
the block exemption regime set out in the EU Regulation 330/2010 on the purchase and sale of goods and
services. Intellectual property rights operation licences in vertical franchising agreements (notincluding industrial
franchising) are also exempt, provided that the agreements do not impose significant vertical restrictions.

Moreover, the obligations thatare imposed on the franchisee notto carry on similar activities, notto acquire
majority shareholdings in competing companies, notto disclose know-how and not to assign rights without
the consent of the franchisor are, in principle, automatically exempt from the scope of competition law
under the above-mentioned EU Regulation 330/2010.

Underthe General Contract Clauses rules, the product liability and warranties and consumer law provisions,
all of which originated in EU directives, also apply to distribution contracts.
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